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PROSPECTUS
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This prospectus offers four classes of shares in a PaineWebber stock fund: Classes A, B, C and Y. Each
class has differenc sales charges and ongoing expenses. You can choose the class that is best for you based

on how much you plan w invest and how long you plan to hold your fund shares. Class Y shares arc
available only to certain types of investors.

As with all murual funds, the Securities and Exchange Commission has not approved or disapproved the
fund's shares or determined whether this prospectus is complete or aceurate. To stare otherwise is 2 crime.
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PaineWebber Strategy Fund
INVESTMENT OBJECTIVE, STRATEGIES AND RISKS

Fund Objective:

Long-term capiral appreciation,

Principal Investment Strategies:

The fund will invest substantially all of its assets
in stocks of issuers thar are on PaineWebber's
Highlighted Stocks list. Historically, the Highlighzed
Stocks list has consisted primarily of common
stocks of relatively large, well known U.S.
companjes,

Under normal circumstances. the fund will
purchase only stocks that arc included on the
Highlighted Stocks list and will sell stocks that
have been removed from the Highlighted Stocks
list. The fund will purchase a stock that has been
added or scll a stock that has been removed after
publication of that change.

The fund is designed for investors sccking long-
term capital appreciation from a fully invested,
all-cquity portfolio. The fund is not a market-
tming vehicle and not a complete investment

program.,

Gonerally, the fund seeks to maintain cqual
weightings of its assets among the stocks on the
Highlighted Socks list. Any remaining assets may
be invested by the fund's investmenr adviser,
Mirchell Hurchins Asser Management Inc., in
shore-term debt obligations, money marker
instruments and options and futures concracts.

For more than 2 century, PaineWebber has been
commirted to providing superior equity research,
rcsulting in one of the strongest franchises on
Wall Streer. PaineWebber Investment Strategy
Group's approach to rescarch seeks to place its
recommendarions in the contexr of broad social,
economic and political themes. PaincWebber
believes thar the ability to spor erserging erends
— and the companies expected to benefic from
them — has proven critical to successful
investing. The Investment Sceategy Group aims o

identify these themes before they emerge and
become well recognized. While the Investment
Strategy Group idencifies several different
industrics and companies that are expected to
benefir from cach theme, the Highlighted Stocks
list is a list of “choicc” companies from each
theme.

The Investment Straregy Group periodically
makes subjecrive decisions to add or delete
companies from the Highlighted Stocks list, but
the list is not compiled with any client or
product in mind, including the fund. Hisrorically,
the Highlighted Stocks list has included
approximately 25 stocks, which are typically
covered by the PaincWebber Rescarch Deparement
and carry a “1" (Buy) or “2” (Arurcactive) rating,
As of Seprember 1, 1999, the Highlighted Stocks
list consisted of 28 stocks. Stocks are usually
added to or deleted from the Highlighted Stocks
list ar the beginning of a month, but revisions
may also be made on other days.

Principal Risks:

An investment in the fund is nor guarantced; you
may lose money by investing in the fund.

Stocks generally fluctuate in value more than
other investments, Because the fund invests only
in stocks that are on the Highlighted Srocks list,
the fund will hold a relatively small aumber of
stocks, often focused in market sectors that
correspond to the investment themes underlying
the list. As a result, changes in the marker value
of a singlc issuer or market secror could affect
the fund’s performance and net asset value more
severely than if its holdings wer¢ more diversified.

The fund’s investment results will not be the
same as che price returns reported for the
Highlighted Stocks list. Deviations from the
Highlighted Stocks list's reported price returns will
resule because the Highlighted Stocks list'’s pricc
rerurns are calculared using the prices of the
stocks ar the close of the stock marker before
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changes to the Highlighted Srocks list are
announced, and they do not reflect the execution
of actual purchases or sales. Fund purchases and
sales, however, will be affected by marker
conditions following the publication of changes to
the Highlighted Svocks list and will be subject to
competing orders by other PaineWebber clients
who invest based on the Highlighted Stocks list
recommendations. In addivion, because the
Highlighted Stocks list is a paper portfolio that is
not managed to a target number of stocks, no
“re-balancing” of actual investments is done when
stocks arc added o or deleted from the list.
Although the fund will “rc-balance” periodically
to establish equal weightings of its assers among
the stocks on the Highlighted Srocks list, the fund
may not be able 1o mainuin equal weighrings at
all times. The fund will also be subject to daily
cash flows, which will resulr in ongoing purchases
and sales of stocks and transactional expenses,
including brokerage fees, as well as the advisory
fees and other expenscs that the fund bears. In
addition, to the extent the fund invests part of
its assets in short-term debt obligations, money
market instruments and oprions and furures
contracts, its investment results will differ from

those of the Highlighted Stocks list.

PaineWebber could ac any time suspend or
terminate publication of the Highlighted Stocks
list. In that cvent, or in the event that the

Highlighted Stocks list contains fewer than

20 stocks, the fund will determine how tw
proceed consistent with the fund’s investment
objective and the interests of its sharcholders. |

It is possible thar the Highlighted Stocks list will
include stocks of issuers for which PaineWebber
or one of its affiliates performs banking services
for which it receives fees, as well as stocks of
issuers in which PaincWebber or one of its
affiliates makes a marker and may have long or
short positions. When PaineWebber or one of it
affiliares is engaged in certain activities for an
issuer that is on the Highlighted Stocks list,
Mitchell Hurchins may be prohibited from
additional purchases or sales of thar issuer's stock
for the re-balancing of the fund.

Price retuns reported for the Highlighted Stocks
list do not predict the future results of the
Highlighted Stocks list or the fund. Materials
showing any price rcturns of the Highlighted

Stocks list do not reflect the fund’s performance.
)
Mote information about other risks of an

investment in the fund is provided below in
“Morc Abour Investment Stravegies and Risks.”

The fund is newly organized. As a result, the
fund has no operating history or performance
information to include in a bar chart or table
rceflecting average annual returns.
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EXPENSES AND FEE TABLES .

Fees and Expenses: These tbles describe the fees and expenses that you may pay if you buy and hold
shares of the fund.

Shareholder Transaction Expenses (foes paid directly from your investment)
Class A Claws B Class € Class Y

Maximum Sales Charge (Load) Imposed on Purchases (as 2 % of

offering price) ... 45% None None None
Maximum Contingent Deferred Sales Charge (Load) (CDSC) (as a %

of offering price) ................oo None 5% 1%  None
Exchange Fee...........o. Nonc None None None

Annual Fund Operating Expenses (expenses thar are deducted from fund assers)
Class A Class B Class € Class Y

Management Fees .. .........o..oooi i 0.75% 0.75% 0.75% 0.75%
Distriburion and/or Service (12b-1) Fees ......................... . 0.25 1.00 1.00 000 T
Other Expenses® ..o 0.25 0.25 0.25 0.25

Total Annual Fund Operating Expenses..................... ... 1.25% _2.00% _2.009% 1.00%

* Other expenses are based on estimated amounts for the current fiscal year.

Example;

This example is intended ro help you compage the cost of investing in the fund with the cost of
investing in other murual funds.

This example assumes that you invest $10,000 in the fund for the time periods indicated and then
redeem all of your shares ar the end of those periods unless orherwise stated. The example also agsumes
that your investment has a 5% rerurn cach year and chat dhe fund’s operaring expenses remain the same,
Alchough your actual costs may be higher or lower, based on these assumprions your costs would be:

1 yese 3 yens
Class A ..............o .. e e §572 $823
Class B (assuming sales of all shares ar end of period) -...... 703 921
Class B (assuming no sales of shares)....................... 203 621
Class C (assuming sales of all shares at end of period)....... 303 621
Class C (assuming no sales of shares)................. ... 203 621
Class Y. oo 102 312

LBF004-00022
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MORE ABOUT
INVESTMENT STRATEGIES AND RISKS

Additional Investment Strategies

Strategies Using Derivatives. The fund may use
derivatives in straregies intended to sirmulare
investment in the stocks in the S&P 500 Index
or other stock indices when it is impractical to
invest substantially all of ics assers in stocks thar
are on the Highlighted Stocks list because of
diversification requirements thar apply to murual
funds. In addition, the fund may use these
derjvatives while keeping a cash balance for fund
management purposes, such as to provide
liquidity to meer anticipated sales of its shares by
shareholders and for fund operating expenses, or
t facilitare trading and reduce transaction costs.
The value of “derivatives’ —— so-called because
their value “derives” from the value of an
underlying asset, reference ratc or index — may
rise or fall moze rapidly than other investments.
For some derivatives, it is possible for the fund
1o losc more than the amount it invested in the
derivarive, Options and futures contracts are
examples of derivatives.

Cash Reserves. The fund may invest a portion of
its toral assets in short-term debt obligations,
moncy marker instruments and options and
furures conrracts. The fund may invest in these
instruments cither for liquidity, in anticipation of
shareholder redemptions of fund shares, or
because the diversification requirements that apply
o mutual funds prevent it from investing
substanrially all its assets i the stocks that are
on the Highlighted Stocks list. This can occur if
the Highlighted Stocks list includes fewer than 20
issuers, because the fund's investments in stocks
generally will be equally weigheed.

Portfolio Turnover. The fund is expecred to have
an annual turnover greater than 100% because it
will make additions and deletions to its portfolio
w reflect changes in the Highlighted Stocks list.

Trading w keep the fund’s portfolio consistent
with, and equally weighred among, the stocks on
the Highlighted Stocks list may increase the
portion of the fund’s capital gains that are

realized for tax purposes in any given year. This
may increase che fund's taxable dividends in that
year. Frequent trading also may increase the
portion of the fund's realized capital gains thar
are considered “short-rerm” for tax purposes.
Shareholders will pay higher raxes on dividends
that represent short-term gains than they would
pay on dividends thar represent long-term gains.
Trading also will result in higher fund expenses
due o transaction costs.

The fund does not restrict the frequency of
trading in order to limit expenses or rhe tax
cffect thar the fund’s dividends may have on
shareholders.

Use of Proceeds of Inivial Offering. The ﬁm_d_qaay
not be fully invested in the stocks on the
Highlighted Stocks list until approximately 30 days
after it begins invesument operations. During thar
period, the fund will purchase stocks on the
Highlighted Stocks list, as well as invest in short-
rerm debt obligations, money market instruments
and options and fururcs contracts.

Additional Risks

Year 2000 Risk. The fund could be adversely
affecred by problems rclating to the inability of
compurer systems used by Mitchell Hurchins and
the fund’s other service providers to recognize the
year 2000, While ycar 2000-related computer
problems could have a ncgative effect on the
fund, Mitchell Hutchins 1s working to avoid
these problems with respect to its own compurer

systems and to obtain assurances from service
providers that they arc taking similar steps.

Similarly, the companies in which the fund
invests and trading systems used by the fund
could be adversely affected by this issue. The
ability of a company or trading system to
respond successfully ro the issu¢ requires both
technological sophistication and diligence, and
there can be no assurance that any steps taken

will be sufficient to avoid an adverse impact on
the fund.
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MANAGING YOUR FUND ACCOUNT

Initial Subscription Period

During an initial subscription period currently
scheduled to end on or about November 29,
1999, the fund will offer irs Class B, C and Y
shares at a subscriprion price equal to its inirial
ner asset value per share of $10 and will offer its
Class A shares ac that price plus any applicable
sales charge. You musr pay the purchasc price as
indicared below. The fund expects o begin
investmenr operations shortly after the
subscription period ends. After November 29,
1999, the net asscr value of the fund shares will
vary, and the price of fund shares will be
derermined as described below.

After the initial sales period cnds, the fund may
stop offering its shares for purchase (including
exchange purchases) for 2 period of up o 60
days. You will not be able to buy shares of the
fund during this period, but you will be able to
sell your sharcs.

During the offering period, PaineWebber and
selected dealers may obtain non-binding
indications of interest before they actually confirm
any orders. They will accept subscriptions
through the last day of the offering period and
may benefit from the wemporary use of payments
made before the closing dace,

Duting the offering period, the fund may
withdraw, cancel or modify the offcring of shares
withour notice. The fund may also refusc any
order in whole or in part.

Flexible Pricing

The fund offers four classes of shares — Class A,
Class B, Class C and Class Y. Each class has
different sales charges and ongoing cxpenses. You
can choose the class that is best for you based on
how much you plan to invest in the fund and
how long you plan 1o hold your fund

investment. Class Y shares are only available to
certain types of investors.

The fund has adopted a plan under rule 12b-]
for its Class A, B and C shares that allows it to
pay scrvice and (for Class B and C shares)
distribution fees for the sale of irs shares and
services provided to shareholders. Because the
12b-1 distribucion fees for Class B and C shares
are paid out of the fund’s asscrs on an ongoing
basis, over time they will increase the cost of
your investment and may cost you more than if
you paid a front-end sales charge.

Class A Shares

Class A shares have a front-end sales charge thar
is included in the offering price of the Class A
shares. This sales charge is nor invested in the
fund. Class A shares pay an annual 12b-1 service
fee of 0.25% of average net assers, bur they pay
no 12b-1 distribution fecs. The ongoing expenses
for Class A shares are lower than for Class B and
Class C shares.
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The Class A sales charges for the fund are described in the following rable.

Class A Sales Charges

Sales Charge as a Pescentage of: Digcount o Sclected Dealers as

Amount of Investment Offcring Pricc  Net Amennt Invested Pescenrage of Offeriag Pridte”

Less tha $50,000 ... e veieierarennenns 4.50% 4.71% 4.25%
$50.000 to $99,999 .. ...l 4,00 4.17 3.75
$100,000 to $§249,999 .. ..o in. . 3.50 3.63 3.25
$250,000 to $499,999 . ... ...l 2.50 2.56 2.25
$500,000 o $999,999 .. ... i, 1.75 1.78 1.50
$1,000,000 and over(1) ... cooiiiia., None None 1.00(2)

* For the initial subscription period ending on or about November 29, 1999, Mitchell Hurchins will
reallow the full amount of the sales charge to selected dealers.

(1) A contingent deferred sales charge of 1% of the shares’ offering price or the ner asset value av the
time of sale by the sharcholder, whichever is less, is charged on sales of shares made wirthin one year
of the purchase dare. Class A shares rcpresenting reinvesrment of any dividends or other diseriburions

are por subject to this 1% charge. Withdrawals in the first year after purchase of up to 12% of the
value of the fund accounr under the fund’s Systematic Withdrawal Plan are not subject to this

charge.
(2) Mirchell Hutchins pays 1% to PaincWebber.

Sales Charge Reductions and Waivers. You may
qualify for a lower sales charge if you already
own Class A shares of a PaineWebber mutual
fund. You can combine the value of Class A
shares that you own in other PaineWebber funds
and the purchase amount of the Class A shares
of the PaineWebber fund that you are buying.

You may also qualify for a lower sales charge if
you combine your purchases with those of:

* your spousc, parents or children under age 21;
* your Individual Retirement Accounts (IRAs);

* certain employee benefir plans, including 401(k)
plans;

* a company that you control;
* a trust that you creared;

+ Uniform Gifts to Minors Act/Uniform Transfers
ro Minors Act accounts created by you or by a
group of investots for your children; or

* accounts with the same adviser.

You may qualify for a complete waiver of the
sales charge if yow

* Are an employce of PaineWebber or its
affiliares or the spouse, patent or child under
age 21 of a PaineWebber employee;

* Buy thesc shares through a PaincWebber
Financial Advisor who was formerly employed
as an investment executive with a compering
brokerage firm thac was regisrered as a broker-
dealer with the SEC, and

— you were the Financial Advisor’s client at
the competing brokerage firm;

— within 90 days of buying shares in the
fund. you sell shares of onc or more
murual funds that were principally
underwritten by the competing brokerage
firm or its affiliates, and you ecither paid a
sales charge to buy those shares, pay a
contingent deferred sales charge when
selling them or held those shares unril the
contingent deferred sales charge was waived;
and

— you purchase an amount that does not

exceed the toral amount of money you
received from the sale of the other mutual

fund:;
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* Acquire these shares through the reinvestment
of dividends of a PaineWebber unic invesrment
trust;

* Arc 2 401(k) or 403(b) qualified employee
benefit plan with 50 or morc eligible employees
in the plan or at least $1 million in asscrs;

* Are a participant in the PaincWebber Members
Only*™ Program. For investments made
pursuant to this waiver, Mitchell Hurchins may
make payments our of its own resources to
PaineWebber and to participating membership
ofganizations in a total amount nor ro exceed
1% of the amount invested; or

Acquire the fund shares through a PaineWebber
InsightOne®™ Program brokerage account.

Note, Sce the fund’s SAl for some other sales
charge waivers. If you think you qualify for any
sales charge reductions or waivers, you will need
to provide documentation to PaineWebber or the
fund. For more informarion, you should contact
your PaineWebber Financial Advisor of
correspondent firm or eall 1-800-647-1568. If
you want information on the fund’s Sysrematic
Withdrawal Plan, sec the SAI or conmact your
PaineWebber Financial Advisor or correspondent
firm.

Class B Shares

Class B shares have a contingent deferred sales
charge. When you purchasc Class B shares, we
invest 100% of your purchase in fund shares.
However, you may have 1o pay the deferred sales
charge whea you sell your fund shares, depending
on how long you own the shares.

Class B sharcs pay an annual 12b-1 distribution
fee of 0.75% of average ner asscrs, as well as an
annual 12b-1 service fec of 0.25% of average ner
assets. If you hold your Class B shares for six
years, they will auromarically convert ro Class A
shares, which have lower ongoing expenses,

If you scll Class B shares before the end of six
years, you will pay a deferred sales charge. We
calculate the deferred sales charge by multiplying
the [esser of the net asser value of the Clase B
shares at the time of purchase or the net asser

value at the time of salc by the percentage shown
below:

Percenrage by which the

K you asell " et asset
shases within; value iz multiplied:
Ist year since purchasc. ..., 5%
2nd year sincc purchase. . .. 4
3rd year since purchase .. .. 3
4th year since purchase . ... 2
5th year since purchase .. .. 2
6th year since purchase . ... 1
7th year since purchase . ... None

We will not impose the deferred sales charpe on
Class B shates representing reinvestment of
dividends or on withdrawals in any year of up to
12% of the value of your Class B shares under
the Systematic Withdrawal Plan.

To minimize your deferred sales charge, we will
assume that you are selling:

* First, Class B shares tcpresenting reinvested
dividends, and

* Second, Class B shares thar you have owned
the longesr.

Sales Charge Waivers, You may qualify for a
waiver of the deferrcd sales charge on 4 sale of
shares if:

* You parricipate in the Systematic Withdrawal
an;

* You are older than 59% and are selling shares
0 take a distribution from certain types of
retirement plans;

* You receive a tax-free return of an excess IRA
contribution;

* You receive a tax-qualified recirernent plan
distribution following retirement; or

* The shares are sold within one year of your
death and you owned the shares either (1) as
the sole shareholder or (2) with your spouse as
a joint tenant with the right of sutvivorship.

Note: If you think you qualify for any of these
sales charge waivers, you will need to provide
documentation to PaineWebber o the fund. For
more information, you should conract your
PaineWebber Financial Advisor or correspondent

LBF004-00026
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firm ar call 1-800-647-1568. If you want
information on the Systematic Withdrawal Plan,
see the SAI or conract your PaineWebber
Financial Advisor or correspondent firm.

Class C Shares

Class C shares have a level load sales charge in
the form of ongoing 12b-1 distribution fees.
When you purchase Class C shares, we will
invest 100% of your purchase in fund shares.

Class C shares pay an annual 12b-1 distribution
fee of 0.75% of average nct assets, as well as an
annual 12b-1 service fee of 0.25% of average ner
assers. Class C shares do nor convert to another
class of shares. This means that you will pay the
12b-] fees for as long as you own your shares.

Class C shares also have a conrngent deferred
sales charge. You may have 1o pay the deferred
sales charge if you sell your shares wichin one
year of the date you purchased them. We
calculare the deferred sales charge on sales of
Class C shares by multiplying 1.00% by the
lesser of the ner asser value of the Class C shares
ar the rime of purchase or the ner asset value at
the time of sale. We will not impose the deferred
sales charge on Class C shares represenrting
reinvestment of dividends or on withdrawals in
the Rrst year after purchase, of up to 12% of the
value of your Class C sharcs under the
Systematic Withdrawal Plan. Likewise, we will
not impose the deferred sales charges on Class C
shares purchased by employee benefic plans
qualificd under Section 401(k) or 403(b) of the
Internal Revenue Code with fewer than 100
eligible employees or less than $1 million in
assets.

Note: Jf you want information on the fund’s
Systernatic Withdrawal Plan, sec the SAI or
contact your PaineWebber Financial Advisor or
correspondent firm.

Special Deferred Sales Charge Waiver
for Non-Resident Aliens

Unril March 31, 2000, investors who are non-
resident aliens will be able ro sell their fund®
shares without incurring a contingenr deferred
sales change, if they use the sales proceeds o
immediately purchase shares of certain offshore
investment pools available through PaineWebber.
The fund will waive the conrtingent deferred sales
charges that would otherwisc apply to a sale of
Class A, Class B ot Class C shares. Shareholders
who want ro take advantage of this waiver should
review the offering documents of the offshore
investment pools for further information,
including investment minimums, fees and
expenses, Shares of the offshorc investment pools
are available only in those jurisdictions where the
sale is authotized and are not available to any
U.S. person, including, but not limired to, any
cirizen or resident of the Unired States, U.S.
partnership and U.S. wrust, and are nor available
to residents of certain other countries. For _more
information investors should contact their
PaineWebber Financial Advisors.

Class Y Shares

Class Y shares have no sales charge. Only specific
types of investors can purchase Class Y shares.
You may be eligible to purchase Class Y shares if
you:

* Buy shares through PaineWebber's PACE™
MultiAdvisor Program;

* Buy $10 million or more of PaineWebber fund
shares at any one ume;

* Are a qualificd retirement plan with 5,000 or
more eligible employess or $50 million in
AS5€TS; or

10
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* Are an investment company advised by
PaincWebber or an affiliate of PaineWebber,

The trustee of PaincWebber's 401(k) Plus Plag
for its employees is also eligible to purchase
Class Y shares.

Class Y shares do nor pay ongoing service or
distribution fees or sales charges. The ongoing
expenses for Class Y shares are the lowest of all
the classes.

Buying Shares

If you are a PaincWebber client, or a client of 2
PaineWebber correspondent firm, you can
purchasc fund shares through your Financial
Advisor. Otherwise, you can invest in the fund
through the fund’s cransfer agent, PFPC Inc,
You can obtain an application by calling 1-800-
647-1568. You must complete and sign the
application and mail i, along with a check, ro:

PFPC Inc

At ; PaineWebber Murual Funds
P.O. Box 8950

Wilmington, DE 19899,

If you wish to invest in other PaineWebber
Funds, you can do so by:

* Contacting your Financial Advisor (if you have
an account at PaincWebber or ar 4
PaineWebber correspondent firm);

* Mailing an application with a check; or

* Opening an account by exchanging shares from
another PaineWebber Aund.

You do not have ro complere an application
when you make addirional investments in the
same fund.

The fund and Mitchell Hiutchins reserve the right
to reject a purchase order or suspend the offering
of shares,

Minimum Investments:

To add t0 an account ....... .. .. ¥ 100

The fund may waive or reduce these amounts
for;

* Employecs of PaineWebber or its affiliates; or

* Participants in cerrain pension plans, rerirement
accounts, unaffiliated investment programs or
the fund’s automaric investmene plan.

Frequent Trading, The interests of the fund’s
long-term shareholders and jes ability to manage
its investments may be adversely affecred when irs
shares arc repeatedly bought and sold in response
to short-term matket Auctuarions —. aso known
as “market timing” When large dollar amounts
ar¢ involved, the fund may have diffculry
implementing long-term investment strategies
because it cannot predict how much cash it will
have to invest. Marker timing also may force the
fund 10 sell portfolio securities at disadvantageous
times to raisc the cash needed ro buy a marker
tmer's fund shares. Thesc factors may hurt the
fund’s performance and irs shareholders. When
Mitchell Hurchins believes frequent trading would
have a distuptive cffect on the fund's ability to
manage its investments, Mitchell Hutchins and
the fund may reject purchase orders and
exchanges into the fund by any person, group or
account that Mirchell Huwchins believes to be 2
market timer. The fund may notify the marker
timer that 2 purchase order or an exchange has
been rejected after the day the order is placed.

Selling Shares

You can sell your fund shares a any time. If yoy
own mor¢ than one class of shares, you should
specify which class you wane to sell. If you do
not, the fund will assume that you want to sell

shares in the following ordet: Class A, then
Class C, then Class B and last, Class Y,

If you want to scll shares thar you purchased
recently, the fund may delay payment undil it
verifies that it has recsived good payment. If you
purchased sharcs by check, this can take up to
15 days.

If you have an account with PaineWebber or a
PaincWebber correspondent firm, you can sell
shares by contacting your Financial Advisor.

If you do nor have an account ar PaineWebber
or a cotrespondent firm, and you bought your
shares through the wansfer agent, you can sel]
your shares by writing to the fund's teansfer
agent. Your lewer must include:

* Your name and address;

11
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» The fund's name;
s The fund account number;

* The dollar amount or number of shares you
want o sell; and

* A guarantee of cach registered owner’s
signature. A signature guarantee may be
obtained from a domestic bank or rtrust
company, broker. dealer, clearing agency or
savings associadon thal is & participant in ope
of the medallion programs recognized by the
Securities Transfer Agents Association. These
are: Secutities Transfer Agents Medallion
Program (STAMP), Stock Exchanges Medallion
Program (SEMP) and the New York Stock
Exchange Medallion Signature Program (MSP).
The fund will not accepr signature guaranrees
that are not a part of these programs.

Mail the lecter two:

PPPC Inc.
Aren.: PaineWebber Murual Funds
P.O. Box 8950

Wilmingron, DE 19899,

If you scll Class A shares and then repurchase
Class A shares within 365 days of the sale, you
can reinstate your account withour paying a sales
charge.

It costs the fund money to maincin shareholder
accounrs. Therefore, the fund reserves the right o
repurchase all shares in any account thar has a
net asset value of less chan $500. If che fund
elects to do this with your account, it will notify
you that you can increase the amount invested to
$500 or more within 60 days. The fund will not
repurchase shares in accounts that fall below
$500 solely because of a decrease in the fund’s
ner asser value.

Exchanging Shares

You may exchange Class A, Class B or Class C
shares of the fund for shares of the same class of
most other PaincWebber funds. You may not
exchange Class Y shares. Afrer the inirial
subscriprion period ends on or abour November
29, 1999, for a period of up o 60 days, you
may nor be able 1o cxchange shares of other
PaineWebber mumal funds for shares of this

fund.

You will pot pay either a front-end sales charge
or a deferred sales charge when you exchange
shares. However, you may have to pay a deferred
sales charge if you later sell the shares you .
acquired in the exchange. The fund will use the
date that you purchased the shares in the first
fund to derermine whether you must pay a
deferred sales charge when you sell the shares in
the acquired fund.

Other PaineWebber funds may have different
minimum investment amounts. You may not be
able to exchange your shares if your exchange is

not as large as the minimum investment amount
in thar other fund.

You may exchange shares of one fund for shares
of another fund only after the first purchase has
settled and the firsc fund has received your

payment.

PaineWebber Clients. If you bought your shares
through PaincWebber or a correspondent firm,
you may exchange your shares by placing ah
order with your PaineWebber Financial Advisor.

Other Investors. If you are not a PaineWebber
client, you may exchange your shares by writing
to the fund’s transfer agent. You must include:

* Your name and address;

* The name of the fund whose shares you are
selling and the namec of the fund whose shares
you want w0 buy;

» Your account number;

* How much you are exchanging (by dollar
amount or by number of shares to be sold);
and

* A guarantee of your signaturc. (See “Selling
Shares” for informarion on obraining a
sighature guarantee.)

Mail the letter ro:

PEPC Inc.

Awn.: PaineWebber Murual Funds
P.O. Box 8950

Wilmington, DE 19899.

The fund may modify or terminate the exchange
privilege ar any rtime.
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PaincWebber Strategy Fund

Pricing and Valuation

The price at which you may buy, sell or
exchange fund shares is based on ner asser value
per share. The fund caleulates net asser value on
days thar the New York Stock Exchange is open.
The fund calculates net asser value separately for
cach class as of the close of regular trading on
the NYSE (generally, 4:00 p-m., Eastern time),
The NYSE normally is not open, and the fund
does not price its shares, on national holidays
and on Good Friday, If trading on the NYSE is
halted for che day before 4:00 p-m., Eastern
ume. the fund’s net asser valuc per share will be
calculared as of the rime wrading was halted.

Your price for buying, selling or exchanging
shares will be based on the net asset value thar is
next calculated afrer the fund acceprs your order.
If you place your order through PaineWebber,
your PaineWebber Financial Advisor is responsible
for making sure thar your order is promptly sent
to the fund.

You should keep in mind that a front-end sales
charge may be applicd o your purchase if you
buy Class A shares. A deferred sales charge may
be applicd when you sell Class B or Class C
shaces,

The fund calculates its net asser value based on
the current market value for jcs portfolio
securities. The fund normally obeains market
values for its securities from independent pricing
services that use reported lasr sales prices, current
marker quotations or valuations from
compurerized “matrix” systems that detive values
based on comparable securities. If a market value
s not available from an independent pricing
source for a particular security, that security is
valued ar a fair value determined by or under the
direction of the fund’s board. The fund normally
uses the amortized cost merthod to value money
market instruments that will mature in 60 days
or less.

LBF004-00030
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PaineWebber Straregy Fund

MANAGEMENT

Investment Adviser

Mitchell Huechins Asser Management Inc. is the
investrnent adviser and administrator of the fund.
Mitchell Hurchins is located at 51 West 52nd
Streer, New York, New York, 10019-6114, and is 2
wholly owned asser management subsidiary of
PaineWebber Iacorporared, which is wholly owned
by Paine Webber Group Inc., a publicly owned
financial services holding company. On August 31,
1999, Mictchell Hutchins was adviser or sub-adviser
of 33 investment companics with 75 separate

portfolios and aggregare assets of approximarely
$47.8 billion.

Portfolio Manager

T. Kirkham Barneby, supported by his quantitative
investment team, is responsible for the day-to-day
management of the fund's portfolio. Mr. Bameby is
a managing director and chief investment officer of
quantrave investments of Mitchell Hutchins, Mr.
Barneby rejoined Mitchell Hurchins in 1994, afer
being with Vanrage Global Management for onec
year. During the eight years thar Mr. Barneby was
previously with Mitchell Hutchins, he was a senior
vice president responsible for quantirarive
management and asser allocation.

Investment Consultant

PaineWebber makes available the Investment Strategy
Group, headed by Edward M. Kerschner, to consulr
with Mitchell Hutchins regarding the development
of investment chemes and stocks covered by the
PaineWebber Research Department. Mr. Kerschner is
the Chief Investment Strategist of PaincWebber and
Chairman of the Investment Policy Commimee, Mr.
Kerschner joined PaineWebber in 1982.

Advisory Fees

The fund pays advisory fees to Mitchell Hurchins at
the annual conuract rate of 0.75% of its average
daily ner assets.

Other Information

The fund has received an exemprive order from the
SEC that permits its board to appoinr and replace
sub-advisers and to amend sub-advisory contracts
without obtaining shareholder approval,

Additional Information About the Highlighted
Stocks lisc
—_

The Highlighted Stocks list was created and is
currently maintained by the Investment Stravepy
Group in the PaineWebber Rescarch Deparement.
Since January 1988, the Highlighted Srocks list has
included berween 11 and 31 stocks, although on
average it has consisted of 25 stocks. The names of
the companies on the Highlighted Stocks list as of
Seprember 1, 1999 are included in the SAL That
list changes regularly. While the companies on the
list generally have been relatively large, well known
U.S. companies, the list is not restricted to those
types of companies. A list of the investment themes
as of September 1, 1999 is also included in the SAI
and changes from time to time.

Micchell Hutchins does not have access w
information regarding additions or deletions for the
Highlighted Stocks list prior to their publication.
PaineWebber publishes other lists of recommended
securities that could be appropriate for fund
investors but that are pot used by Mitchell
Hurchins for the fund.

The chart below reflects historical informarion
regarding the Highlighted Scocks list. The Highlighted
Stocks list is not maintained for the purpose of
managing any account or investment company such
as the fund. The average number of stocks on the
Highlighted Stocks list and the Frequency of addirions
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PaincWebber Strategy Fund

to and deletions from the Highlighted Seocks list

change from year to year, and there ar
for such numbers in furure years. The

e no targers
stocks

selected for the Highlighted Stocks lise constiture only
a “paper portfolio” that does not teflecr actual
trading and does not have an acrual performance
record. The Highlighsed Stocks list’s price return
shown is simply an arithmetic average of the price
returns for the stocks selected for the Highlighted
Srocks list. Tt does not represess the return on any

fund or any other accounr that involve

5 acrua)

of the returns on any fund or accouat because,
among other things, they do not reflect actual prices
when stocks are purchased or sold, transaction costs

and

accounr fees. In addition, becausc the

Highlighred Stocks list does not include a cash
component, price returns are based on a conswant
100% investment in the stocks on the Highlighted
Stocks list. Past price returns are not representative
of future price returns. It should not be assumed
that recommendarions made in the future will be
profiable or will equal the price returns shown

wading. The price rerurns would not be indicative below. .
rom
1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 Ineeption*
Average Number of Stocks
on the Highlighted Stocks
Lst?™ ... ..o 24 23 14 26 25 23 26 26 30 27 22729 25
Number of Additions ¥33 416 428 419 421 425 427 432 425 419 418 +9 4272
and Deletions ........ .. 3324 16 19 23 23 27 37 25 25 .6 7 26s
Highlighted Stocks list
tock Price Return
(as 2 %) (Using prices
at the open after
publication)** ... .. 238 313 51 416 6.1 264 52 351 256 37.8 $43 82 248t
S&P 500 Index Price
Return (as @ %)™ . ... 124 273 -6.6 263 45 7.1 -15 341 203 31.0 26.7 74 15.5¢%
t Compound annus| rate,
™ Through August 31, 1999.
** The number of stocks shown is an annual average. At any tme during the year, the number of stocks on the
Highlighted Stocks list may have been higher or lower,
***The price returns are based only on capiral appreciation or depreciation of the stocks included in the Highlighted
Stocks list. The results for the Highlighred Stocks list portfolio represcnz an equal-weighted arithmetic average of the

stocks held ar any point during the month. The
the period thar it is on the Highlighted Stocks

or depreciation durin,

results are calculated monchly using each srock’s capiral appreciation
list and dividing that by the highest number of

stocks thar were on the Highlighred Stocks list at any point during the monch,, The resules are calculated using the

ptices of the stocks at th
They do not reflect the

¢ opening of the stock marker after cha
exccution of actual purchases or sales, ap,

npes to the Highligheed Stocks list are announced.

there is no guarantee that 3 mutual fund

"** The S&P 500 Index is an unmanaged index concainin

following the Highlighted Stacks list would be able to execute purchases and sales at

price returns. Because the . Highlighted Srocks

&tocks, no “re-balancing” of actual investmen

Srocks list. Price returns are based on 100%

not reflect the market impace on the stock

additions to and deletions from the Highlighved Sracks list and the time 3 mutusl fund

the prices used to calculare the

Jlist is 2 paper portfolio thar is not managed to 4 target number of

ts is done when stocks are added 1o or

deleted from the Highlightzd

investment in the stocks on the Highlighted Stocks list.
The price returns shown do not reflect the reinvestment of dividends, which would

rices that may accur between the time

resule in_higher returns. They do
the Fpublication is made of
ollowing the Mighlighted

Stocks list would be able to execure purchases and sales. They alse do not reflect rransaction fees, such as

commissions, fees and inrerest charge

» or the costs of running a murual fund, such as management fees, discribution

fees and other cxpenses. Actual transactions and the cffect of dividends, fees and costs will result in returns thar differ

from those of the Highlighted Srocks list.

g common stocks of 500 industrial, transportation,

utilicy and

financial companies, regarded as generally representasive of the U.S. stock market. The S&P 500 Index performance
numbers shown are price returns only. The price returns shown do not reflect the neinvestment of dividends, which
would result in higher returns. They also do not reflect fees, brokerage commissions

are not incurred by an index,

or other costs of investing that

LBF004-00032
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PaineWebber Strategy Fund

DIVIDENDS AND TAXES

Dividends

The fund normally declares and pays income
dividends and distribures any realized gains
anpually.

Classes with higher expenses arc expected to have
lower dividends. For example, Class B and

Class C shares arc expected to have the lowest
dividends of any class of the fund’s shares, while
Class Y shares are expecred to have the highest.

You will reccive dividends in addirional shares of
the same class unless you elect to receive them in
cash. Contact your Financial Advisor at
PaineWebber or one of its correspondent firms if
you prefer to receive dividends in cash.

Taxes

The dividends that you reccive from the fund
generally are subject to federal income tax
regardless of whether you receive them in

additional fund shares or in cash. If you hold
fund shares through a rax-exempt account or
plan, such as an IRA or 401(k) plan, dividends
on your shares generally will not be subject to
tax.

When you sell fund shares, you generally will be
subject 0 federal income tax on any gain you
realize. If you exchange the fund’s shares for
shares of another PaineWebber mutual fund, the
mransaction will be treared as a sale of the fund's
shares, and any gain will be subject o federal
income tax.

The fund expects thar its dividends will include
distributions of both capiral gain and ordinary
income. A distriburion of capiral gains will he
raxed ar a lower rare than ordinary income
dividends if the fund beld the assets that
generarcd the gains for morte than 12 months.
The fund will cell you how you should treat its
dividends for tax purposes.
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PaineWebber Strategy Fund

If you want more information abour the fund, the following document is available free upon request:

Statement of Additional Informarion (SAY)
The SAI provides more derajled informarion zbour the fund and is incorporated by reference into this
prospectus,

You may discuss your questions about the fund by contacting your PaineWebber Financial Advisor. You may
obuain free copies of the SAI by conracting the fund direcdy ar 1-800-647-1568,

You may review and copy information about the fund, including the SAIL ar the Public Reference Room of the
Securities and Exchange Commission, You cag ger text-only copies of reports and other informarion about the
fund and informartion abour the operations of the SEC’s Public Reference Room:

* For a fee, by writing to or calling the SEC's Publjc Reference Room,
Washiagton, D.C. 20549-6009
Telephone: 1-800-SEC-0330

* Frec, from the SEC’s Interner websjce at: heep:/fwww.sec.gov

PaincWebber Managed Investmens Truse
=~ PaineWebber Surategy Fund
Investment Company Act File No. 811-4040

©1999 PaineWebber Incorporared
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In today’s complicated and competitive investment environment, we
believe an investor's needs are best served by 2 firm that provides highly
personalized service, broad marker research capabilities and customized
financial solurtions. Tha firm is PainéWebber. PainéWebber is recognized
as a preeminent full-service securities firm, commireed to using its form-
idable resources to help design cohesive, intelligent investment strategies
for our individual, institutional and corporate clients.

PaineWebber's Financial Advisors are at the core of that commitment.
Through your PainéWebber Financial Advisor, you gain access to a
wide range of PaineWebber’s investment expertise and resources. One
of those resources is Mirchell Hurchins Asser Mapagement Inc.

Not part of the prospectus



